Accounting 


It is a language about financial 
information (which is measurable in 
terms of money) commonly used in 
business. 






Branches Of Accounting 

Cost Accounting deals with 
ascertainment 
measurement 
accumulation 

budgeting and evaluating cost structure 
of the entity. 



Branches Of Accounting 

Management Accounting deals with 
decisions relating to the generation 
and effective utilization of the financial 
resources of an entity. 
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Cost Accounting 

Cost Accounting means: Accounting 
for cost. 

- Question arises what is cost? 

cost is expenditure incurred 

Next question arises expenditure 
incurred for what ? 

• Expenditure incurred for a product 




Cost Accounting 

Cost Accounting means; Accounting 
for cost. 

- Next question arises what is product? 

Production of a article 
• Rendering of services 
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Direct Cost 


Cost that can bo traced in full to the 
product or services is direct cost 
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Coat 

Classification 
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Cost classification 

Direct Material ♦ Direct Labor ♦ Other 
Direct Cost = Prime cost 
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Indirect Cost 

The cost that is incurred in producing 
product or services but which can not 
traced in full 


Factory overhead (FOH) 


FOH means all expenses of factory 
other than direct material, direct labor 
and other direct production expenses. 


Indirect material. Indirect Labor. Deprecation 
of machinery, Factory utility bills 
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Cost classification 

Direct Material ♦ Direct Labor ♦ Other 
Direct Cost = Prime cost 

♦ Direct Labor ♦ Other Direct Cost + 

FOH = Conversion cost 
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Material 

coat 

Labour 

cost 

Other 

production 

coat 

Total 

production 

coat 

Direct 

Direct 

Direct • 

= Prime Cost 

Indirect 

Indirect 

l 

Indirect = FOH coat 

Total 

Total 

Total r Total Factory 

1 Coat 
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Direct material 
Direct labor 
Other direct cost 

Prime cost 

FOH 

Indirect material 
Indirect labor 
Electricity bill 
Rent of factory 
Depreciation 

Total factory cost 

VU 


Rs 12,000 
8,000 
2,000 
22,000 


3.000 

2.000 

1.500 

3.500 
1,000 

11,000 

33,000 








Fixed cost 

Fixed coat ia a coat that do not vary with 
the level of production Simple means the 
variation in production has no impact on 
fixed coat For example rent of building 
and accountant salary etc 
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The expenses that vary in direct 
proportion to volume of product. 
For example Prime cost. 
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Fixed cost is a cost that do not vary with 
the level of production. Simple means the 
variation in production has no impact on 
fixed cost. For example rent of building 
and accountant salary etc 


3000 

Fixed cost 2000 

1000 - 

100 200 300 

No. of units 



The expenses that vary in direct 
proportion to volume of product. 
For example Prime cost 
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Costs which are constant for a relevant 
range of activity and rise to new constant 
level once that range exceeded. 

For example rent. 


Fixed cost 
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The cost that is partly fixed and partly 
variable cost. For example electricity bills, 
salesman salary. 


Semi variable 
cost 


3000 

2000 

1000 
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100 200 300 

No. of units 




Fixed Cost Per Unit 
Reaction 

Fixed cost per unit decreases as the 
number of units produced increases 
and vice versa 

For example rent of building is Rs. 
10,000 and number of units produced 
is 5000. 


VU 



Fixed Cost Per Unit 
Reaction 

Fixed cost per unit decreases as the 
number of units produced increases 
and vice versa 

For example rent of building is Rs. 
10,000 and number of units produced 
is 5000. 


Per unrt fixed coat - 10000 / 5000 - 2 per unit 
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Fixed Cost Per Unit 
Reaction 

Fixed cost per unit decreases as the 
number of units produced increases 
and vice versa 

If the number of units produced 
increases to 1 0000 


Per unit ftxod cost- 10000/10000- 1 per unit 
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Variable Cost Per Unit 
Reaction 

Variable cost per unit remain constant 


Units Produced 

Total 

Per labor 

by Labor 

wages 

wage rate 

10 

10,000 

1,000 

20 

20,000 

1,000 
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Alexandar & Co. has the following data 

regarding the production department: 

Direct Matorial 

$ 25.000 

Direct Labor 

15,000 

Electricity Bills 

2.000 

Building Ront (Factory) 

5.000 

Indirect Material 

7.000 

Indirect Labor 

3.000 

Depreciation 

2.000 

Selling Expense 

7,000 

Salary to Plant Supervisor 

4,000 
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